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i % Biggs, Hausserman, Thompson & Dickinson P.C.
o sl Cerrified Public Accountants

Independent Auditor’'s Report

To the Board of Education
Portland Public Schoots
Portland, Michigan

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of Portland Public Schools as of and
for the year ended June 30, 2007, which collectively comprise the School District’'s basic
financial statements as listed in the table of contents. These financial statements are the

responsibility of Portland Public Schools’ management. Our responsibility is to express opinions
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroiler General of the United States. Those standards
reguire that we plan and perform the audit to obtain reasonable assurance about whether the
financial staterments are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the armounis and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by

management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reascnable basis for our opinion.

In our opinicn, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of Portland Public Schools as of June 30, 2007 and

respective changes in financial position for the year then ended in conformity with acceounting
principles generally accepted in the United States of America.

In accordance with Governmemt Auditing Standards, we have also issued our report dated
September 13, 2007 on our consideration of the School District’s internal control over financial
reporting and our tests of compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matiers. The purpose of that report 1s to describe the scope of our
testing of internal cantrol over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.

That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.
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The management’s discussion and analysis and budgetary comparison information on pages 3
through 10 and 31 are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United
States of America. We have applied certain limited procedures, which consisted principaity of
inquiries  of management regarding the methods of measurement and presentation of the

required supplementary information. However, we did not audit the information and express no
opinion an it.

Our audit was conducted for the purpose of forming cpinions on the financial statements that
collectively comprise Portland Public Schools’ basic financial statements. The introductory
section, cambining and individual nonmajor fund financial statements are presented for purposes
of additional analysis and are not a required part of the basic financial statements. The
accompanying Schedule of Expenditures of Federal Awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits
of States, Local Governments and Non-Profit Organizations and is also not a required part of the
basic financial statements of Portland Public Schoals. The combining and individual nonmajor
fund financial statements and the schedule of expenditures of federal awards have been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, are fairly stated, in ali material respects, in relation to the basic financial statements
taken as a whole. The introductory section has not been subjected to the auditing procedures

applied in the audit of the basic financial staterments and, accordingiy, we express no opinion on
them.

T

Begge, Hownriomn Thop s Dec b

BIGGS, HAUSSERMAN, THOMPSON & DICKINSON, P.C.
Certified Public Accountants

September 13, 2007
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Portiand Public Schools

Management’'s Discussion and Analysis
June 30, 2007

This section of the Portland Public Schools’ annual financial report represents our discussion and
analysis of the Schoot District’s financial performance and is intended to assist the reader in
focusing on significant financial issues, provide an overview of the District’s financial activity,
identify changes in the District's finaneial position and its ability to address the next and
subsequent year challenges. This is a requirement of the Governrmental Accounting Standards
Board Statement No. 34 {GASB 34) “Basic Financial Statements — and Managements Discussion

and Analysis — for State and Local Governments” and is intended to provide the financial results
for the fiscal year ending June 30, 2007.

Using this Annual Report

This annual report consists of a series of financial statements and notes to those statements.
These statements are organized so the reader can understand Portland Public Schools financially
as a whole. The Government-wide Financial Statements provide information about the activities
of the whole Schoot District, presenting both an aggregate view of the School District’s finances
and a longer-term view of those finances. The fund financial statements provide the next leve|
of detail. For governmental activities, these statements tell how services were financed in the
short-term as well as what remains for future spending. The fund financial statements ook at
the School District’'s operations in more detail than the government-wide financial statements by
providing information about the School District’s most significant fund - the General Fund - with
all other funds presented in one column as nonmajor funds. The remaining staternent, the
Statement of Fiduciary Net Assets presents financial information about activities for which the

School District acts solely as an agent for the benefit of students and parents. The annual
report is organized as follows:

Management’s Discussion & Analysis (MD&A)
{Required Supplernental Information)

Basic Financial Statements

Government-wide Financial Statements Fund Financial Staternents

Notes to the Basic Financial Statements

{Required Supplemental Information)
Budgetary information for Major Funds

Reporting the School District as a Whole - Government-wide Financial Statements

One of the most important questions asked about the School District is, "ls the Schoaol District
as a whoale better off or worse off financially as a result of the year's activities?” The Statement
of Net Assets and the Statement of Activities, which appear first in the School District’s
financial statements, report infarmation on the School District as a whole and its activities in a

way that helps you answer this question. We prepare :hese statements to include a// assets and
liabilities, vsing the accrual basis of accounting, which s similar to the accounting usad by most
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June 30, 2007

private-sector companies. All of the current year's revenues and expenses are taken into
account regardless of when cash is received or paid.

These two statements report the School District’s net assets- the difference between assets and
liabilities, as reported in the Statement of Net Assets - as one way to measure the School
District’s financial health, or financial position. Over time, increases or decreases in the School
District’s net assets - as reported in the Statement of Activities - are one indicator of whether it
financial heaith is wmproving or deteriorating. The relationship between revenues and expenses
is the School District’s operating resuits. However, the School District’s goal is to provide
services to our students, rnot to generate profits as commercial entities do. One must consider
many other nonfinancial factors, such as the quality of the education provided and the safety of
the schools to assess the overall health of the School District.

The Statement of Net Assets and Statement of Activities report the governmental activities for
the School District, which encompass all of the School District's services, including instruction,
supporting services, athietics, and food services. Property taxes, unrestricted State Aid
{foundaticn allowance revenue)}, and State and federal grants finance most of these activities.

Reporting the School District’s Most Significant Funds ~ Fund Financial Statements

The School District’s fund financial statements provide detailed information about the most
significant funds - not the School District as a whole. Some funds are required to be
established by State law and by bond covenanis. However, the Schoo! District establishes
many other funds to help it control and manage maoney for particular purposes {like the Food
Service Fund} or to show that it's meeting legal responsibilities for using certain taxes, granis,

and other money. The governmental funds of the School District use the following accounting
approach:

Governmental funds - All of the School District's services are reported in governmental
funds. Governmental fund reporting focuses on showing how money flows into and out of
funds and the balances left at year-end that are available for spending. They are reported
using an accounting method called modified sccrual accounting, which measures cash and
all other financial assets that can readily be converted to cash. The governmental fund
statements provide a detailed short-term view of the operations of the School District and
the services it provides. Governmental fund information helps you determine whether
there are more or fewer financial resources that can be spent in the near future to finance
the School District’s programs. We describe the relationship (or differences) between
governmental activities (reported in the Statement of Net Assets and the Statement of
Activities) and governmental funds in a reconciliation.
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The Schaool District as Trusiee - Reporting the School District’s Fiduciary Responsibilities

The School District is the trustee, or fiduciary for its student activity funds. All of the Scheaol
District’s fiduciary activities are reported in separate Statements of Fiduciary Net Assets. We
exclude these activities from the School District’s other financial statements because the School
District cannot use these assets to finance its operations. The School District is responsibie for
ensuring that the assets reported in these funds are used for their intended purposes.

The School District As A Whole

The Statement of Net Assets provides the perspective of the School District as a whole. Tabis
1 provides a summary of the School District’s net assets as of June 30, 2007 and 2006:

Table 1:
Net Assets Summary
Governmeantal Activities
2007 2006

Current and other asgets 5 5,222,702 $ 6,077,004
Capitat assets 37,401,388 36,629,452
Total assets 42,624,091 42,706,456
Current and other iiabilities $ 8,373,241 $ 5,785,545
Long-term liabilities 34,878,247 35,255,172
Total liabilities 41,352,188 41,040,717

Net assets
invested in capital assets, net of related debt 1,626,583 882,562
Restricted for debt service 198,466 38,818
Unrestricted ) {553,156) 744,561
Total net assets $ 1,271,903 $ 1.665,739

The above analysis focuses on the net asseis {see Tabie 1). The change in net assets {see
Table 2) of the School District’s governmental activities is discussed below. The School
District’s net assets were $1,271,903 at June 30, 2007. invested in capital assets, net of
related debt totaling $1,626,593 compares the original cost, less depreciation of the School
District’s capital assets to long-term debt, used to finance the acquisition of those assets.
Most of the debt will be repaid from voter-approval property taxes collected as the debt service
comes due. Restricted net asseis of $198,486 are reported separately to show legal
constraints from debt covenants and enabling legisiation that limit the School District’s ability

to use those net assets for day-to-day operations. The remaining amount of net assets,
{$553, 156}, was unrestricied.
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The 1$553,1586) in unrestricted net assets of governmental activities represents the accumuiated
results of all past years' operations. The operating results of the General Fund will have a
significant impact on the change in unrestricted net assets from year to vear.

The results of this year's operations for the Schoo! District as a whole are reported in the

Statement of Activities {Table 2), which shows the changes in net assets for fiscal year 2007
and 2006.

Table 2:
Statemment of Activities Surmmary
Governmental Activities

Revenues 2007 2006
Program revenues

Charges for services 5 724,789 $ 689,413

Grants and Catagoricals 2,037,365 2,082,158
General Revenues

Property taxes 3,494,324 3,271,960

State foundation allowance 13,323,178 12,880,618

Other general revenues 274,757 207,281

Total revenues 19,854,417 18,131,431
Functions/Program Expenses
Instruction 10,720,484 10,341,806
Support services 6,549, 281 6,538,016
Food Service 833,240 601,848
Athletics 562,766 552,604
Comrnunity Service 130,758 120,659
Interest on long-term debt 1,651,744 1,399,349
Total expenses 20,248,253 18,555,182

Increase {decrease) in net assets $ {353,836} £ (423,751}

As reported in the Staternent of Activities, the cost of ail of our governmental activities this year
was $20,248,253. Certain activities were partially funded from those who benefited from the
program (3724,788) or by governments and organizations that subsidized certain programs with
grants and catagoricals {$2,037,.369). We paid for the remaining "public benefit” portion of our
governmental activities with $3,494,324 in taxes, $13,223,178 in state Foundation Allowance,
and with our other revenues, like interest and general entitlernents.
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The Scheol District experienced a decrease in net assets of $393,836. The main reason for
this decrease is that the School District borrowed $694,121 from the State of Michigan School
Bond Revolving Fund. in addition to this borrowing, the Schoo! District accrued interest
equaling $229,348 on the total amount borrawed from the School Bond Revelving Fund.

This borrowing was necessary to pay the bi-annual principal and interest payments on the
Schoo! District’s General Obligation Bonds. The School District does not receive enough debt
service property tax revenues to pay the current year bond obligations. It is estimated that the
School District will need to borrow from the School Bond Revoiving Fund for another three 1o
five years in order to meet future bond obligations. It is then expected that debt service

property tax revenues will exceed the bond payment amounts and the debt incurred with the
School Bond Revolving Fund will begin to be paid down.

As discussed above, the net cost shows the financial burden that was placed on the State and
the School District’s taxpayers by each of these functions. Since property taxes for operations
and uprestricted State aid constitute the vast majority of School District operating revenue
sources, the Board of Education and Administration must annuaily evaluate the needs of the
School District and balance those needs with State-prescribed available unrestricted resources.

The School District's Funds

As we noted earlier, the School District uses funds to help it control and manage money for
particular purposes. Looking at funds helps you consider whether the Schooi District is being
accountable for the resources taxpayers and others provide to it but may also give you more
insight into the School District's overall financial health.

As the School District completed this year; our governmental funds reported a combined fund

balance of $1,322,940, which is an increase of $139,7656 from last year. The primary reasons
for these are:

Our general fund is our principal operating fund. The fund balance in the general fund
decreased $10,162 to $1,124,095. The primary reason for this increase in combined fund
balance is that our General Fund State source revenues increased $556,7140. This increased

revenue was enough to offset increases in our three main General Fund expendilures —salaries,
health insurance and retirement costs.

Our special revenue fund balances were unchanged from the previous year.

The debt service funds showed a increase of approximately $149,928. Millage rates are
determined annually to ensure that the School District accumulates sufficient resources to pay
annual bond issue-related debt service. Debt Service Funds fund balances are reserved since

they can only be used to pay debt service obligations.

General Fund Budgetary Highlights

The Uniform Budget Act requires that the local Board of Education approve the original budget
for the upcoming year prior to July 1.

Gver the course or the year, the district’s practice is to revise the budget as it atternpts to deal
with changes in revenues and expenditures. Siate law requires that the budget be amended to
ensure expenditures do noi exceed appropriatioas.

7
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Budget revenues were increased $3,311 from the original budget.

Budget expenditures were increased $579,872 to more closely reflect program expenditures.

Capital Asset and Debt Administration

Capital Assets

At June 30, 2007, the School District had $36,102,660 invested in a broad range of capital
assets, including land, buildings, furniture and equipment. This amount represents a net

decrease {including additions, deductions and depreciation) of $526,792, or 1.4%, from last
year.

Capital Assets at Year-end

June 30
2007 20086
Land $ 77,000 $ 77,000
Construction in progress 378,748 222,860
Buildings and additions 32,484,498 32,633,377
Site improvements $22,802 983,080
Buses and other vehicles 581,424 623,641
Furniture and equipment 1,658,088 2,079,804
Total capital assets $ 36,102,680 $ 36,629,452

This year’s additions of $788,310 included school buses and building improvements to the
middie school roof and high school roof. A note of $641,700 was taken out to finance the
high scheol roof repairs, and is discussed in greater detail in the Notes to Financial Statements.

Debt

At the end of this vear, the School District had $29,351,209 in bonds outstanding versus
$30,821,2009 last year - a decrease of $1,470,000. Those bonds consisted of:

Outstanding Debt at Year-end
June 30, 2007 June 30, 2008

General obligation bonds $ 29,351,209 $ 30,821,209
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The School District's general obligation bond rating continues equivalent to the State's credit
rating. The state limits the amount of general obligation debt that schools can issue to 15
percent of the assessed value of all taxable property within the School District’'s boundaries. If
the School District issues “qualified debt,” i.e. debt backed by the State of Michigan, such
obligations are not subject to this debt limit. The School District's outstanding general
obligation debt of $28,351,209 is significantly below the statutory imposed limit. Other
obligations inciude termination benefits and a School Bond Loan.

The borrowings and accrued interest owed to the School Bond Loan fund increased $923,489
during the year.

We present more detailed information about our long-term liabilities in the Notes 1o the Financisl
Staternents.

Economic Factors and Next Year's Budgets And Rates

Our elected officials and administration consider many factors when setting the School
District’'s 2006-2007 fiscal year budget and tax rates. One of the most important factors
affecting the budget is our student count. The state foundation revenue is determined by
multiplying the blended student count by the foundation allowance per pupil. The blended
count for the 2007 fiscal year is 25% and 75% of the February 2007 and September 2007
student counts, respectively. The 2007-2008 budget was adopted in June 2007, based on an

estimate of students that will be enrolied in September 2007. Approximately 30% of total
general fund revenue is from the Foundation Allowance.

Under State law, the School District cannot access additional property tax revenue for general
operations. As a result, the district funding is heavily dependent on the State’s ability to fund
local school operations. Based on early enrollment data, we anticipate that the fall student

count will be lower than the currently approved 2007-2008 budget and will require a budget
amendment after the count is final.

Since the School District’s revenue is heavily dependent on State funding and the health of the
State's School Aid Fund, the actual revenue received depends on the State's ability to collect
revenues to fund its appropriation to schoot districts. The State of Michigan’s ecaonomy

continues to struggle. The state has currently budgeted a foundation allowance of $7,085 per
pupil, which is unchanged from the previous year.
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Contacting the School District’s Financial Management

This financial report is designed to provide the School District's citizens, taxpayers, customers,
and invesiors and creditors with a general overview of the School District’s finances and to
demonstrate the School District’s accountability for the money it receives.

It you have
guestions about this report or need additiona! financia! information, contact:

Scott Brown

Finance Director
Portland Public Schools
1100 lonia Rd.
Portland, Mi 48875
(517) 847-4161

T
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Portland Public Schools
Statement of Net Assets

June 30, 2007

Assets

Current Assets
Cash and investments
Accounts receivable
Due frorn other governments
Inventory
FPrepaid expense
Total current assels

Noncurrent Assels
Deferred charges, net of amcrtization
Capital assets
Less: accumulated depreciation
Total noncurrent asseis

Total Assets

Liabilities
Current Liabilities
Accounts payable
Salaries payable

Payroll deductions and withholdings

Accrued interest payable

State aid anticipation note payable

Long-term liabilities due within one year
Bonds payable- due within one year
Leases and other loans due within one year

Total Current Liabilities

Noncurrent Liabilities
Bonds and other loans payable
Compensated absences, nof due within one year

Total Noncurrent Liabilities
Total Liabilities

Net Assets

Investment in capital assets- net of related debt
Restricted for debt service
Unrestricted

Total Net Assets

See accompanying notes to fine:cial statements 11

Governmeantal
Activities

2,404 451
123,260
2,608,413
7,705
78,873

5,222,702

1,298,729
51,122,726
(15,020,066)

37,401,389

$

42,624,001

$

492,757
1,802,622
267,920
850,767
2,070,000

1,470,000
219,575

6,373,941

34,085,221
803,026

34,978,247

41,352,188

1,626,583
108,466
(553,156)

$

1,271,803




Porttand Public Schools
Statementi of Activities
June 30, 2007

Program Revenues

Govemmental
Activities

Charges for

Net (Expenses)
Revenues and
Changes in Net

Expenses Service Operating Grants Assets
Govermnmenial activities:
Instruction 10,720,464 31,724 1,739,792 § (8,948,948)
Support services 6,549,281 13,128 82,343 (6,453,812)
Food service 633,240 410,433 215,234 (7.573)
Athletics 582,766 106,383 0 (456,383)
Comrmunity services 130,758 183,123 0 32,365
Interest on long- term debt 1,651,744 0 O {1.651,744)
Total governmental
activities % 20,248,253 § 724788 % 2,037,369 {17.486,085)

General revenues:
Taxes

Property taxes, levied for general purpose
Property taxes, levied for debt service
State aid not restricted to specific purposes
interest and investment earnings
Other

Total general revenues
Changes in Net Assets
Net Assets- Beginning of year

Net Assets-End of year

See acr wmpanying notes to financin! stzicments 12

1,158,178
2,336,148
13,323,178
57,455
217,302

17,082,259

(393,836)

1,665,739

b 1,271,803
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Assets
Cash and investments
Accounts receivable
Due from other funds
Due from other governmenis
Inventory
Prepaid expenses

Total assets

Liabilittes and Fund Equity

Liabilities
Accounts payable
Salaries payable
Payroll deductions and withholdings
Due to other funds
Accrued interest payable
State aid anticipation note payable

Total Liabilities

Fund Equity
Fund balances
Reserved for prepaid items
Designated for debt retirement
Unreserved and undesignated, food service

Designated for middle school roof
Undesignated

Total fund equity

Totai ifabilities and
fund equity

See zonor-sanying notes to financial statermar -

Governmental Funds
Balance Sheet
June 30, 2007

Total
Other Governmental

General Non-Major Funds Funds
§ 2,246,331 $ 158,120 2,404 451
79,121 44 139 123,260
42 157 42 522 84 679
2,603,066 5,347 2,608,413
0 7,705 7,705
74,377 4,496 78,873
$ 5,045,052 ¥ 262,329 5,307,381
$ 483,338 % 9.419 492 757
993 475 g,447 1,002 922
265,459 2,461 267,920
42,522 42 157 84 679
66,183 0 66,163
2,679,000 0 2,070,000
3,920,057 63,484 3,984 441
74377 0 74 377
0 198,486 198 466
¢ 379 379
266,703 0 266,703
783,015 0 783,015
1,124,085 198,845 1,322,940
% 5,045,052 ] 762,329 5,307,381

13




Portland Public Schoois
Governmental Funds
Reconciliation of Fund Balances of Governmental Funds to Net Assets
June 30, 2007

Total fund Balances- Governmental Funds L 1,322,940
Amounts reported for governmental activities
in the statement of net assets are different because:
Capital assets used in government activities
are not financial resources, and are not reported in the funds
Deferred charges, net of amaortization $ 1,298,728
Capital assets cost: 51,122,726
Accumulated depreciation: (15,020,068}
Net Capital Assets 37,401,389
Long tenm and other liabilities are not due and payable
in the current period and are not reported in the funds
Bonds and other loans payable {29,609,882)
Accrued Interest (784,604}
Compensated absences (893,026)

Other loans payable and liabilities (1,491,002)
School Bond Loan payable {4.673,912)

Net Assets of Governmental Activities 3 1,271,802

See acce panying notes to financial siztem::1ts 14



Porfland Public Schools
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
Year Ended June 30, 2007

Nonmajor Total
Gaverpmental Governmental
General Funds Funds
Revenues
Local sources $ 1,443,913 $ 3,032,325 % 4 476,238
State sources 14,439,139 30,817 14,469,856
Federal spurces 239,211 184,417 423,628
GCther 484 595 0 484 595
Total revenues 16,608,858 3,247,559 19,854 417
Expenditures
Instruction
Basic programs 7,984 896 G 7,984,896
Added needs 1,616,534 0 1,616,534
Adult and continuing education 209,193 0 209,193
Support services
Pugil 642 859 0 642,859
instructional staff 852,749 0 852,749
General administration 276,484 b 278,484
School administration 1,038,819 0 1,038,818
Business and central services 312,958 Q 312,958
Cperaiions and maintenance 1,532,937 4] 1,532,937
Transportation 1,139,763 0 1,138,763
Athietics 0 515,641 515,641
Food service 0 628,080 628,080
Community services 0 130,758 130,758
Capital outlay 899,868 24,530 524,398
Cther transactions 246,614 4,157 250,771
Debt services
Redemption of bondsingtes 348,657 1,470,000 1,816,657
Interest and fiscal charges 29,3889 1,416,588 1,445,975
Total expenditures 17,129,720 4 189,752 21,319,472
Excess (deficiency) of revenues
over expendituras (522,862) {942 193) {1,465.055)
Other financing sources {uses)
Proceeds from School Bond Loan Fund G 594,121 694 121
Proceeds from long term debt 910,700 o 910,700
Operating transfers in 32,365 430,365 462,730
Operating transfers out (430,365) {32,385) (462,730
Total other financing sources (uses) 512,700 1,092,121 1,604,621
Excess {deficiency) of revenues over
expenditures and other sources {uses) {10,162) 149,928 139,766
Fund balances at beginrning of year 1.134 257 48 917 1,183,174
Fund balances at end ~f year 5 1,124,085 % 198,845 & 1,322,940

See accompanyiy - 2510 financial statemenis



Portiand Public Schoois
Reconailiation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances of Governmenta!l Funds to Statement of Activities
Year Ended June 30, 2007

Net Change in fund Balances- Total Governmental funds $ 139,766

Amount reported for governmental activities in the statement of
activities are different because:

Governmental funds reported capital outtays as expenditures:
in the statement of activities, these costs are allocated over their

estimated useful lives as deprecation.

Depreciation expense

(1,451,180)
Capitat outiay 8924 398

Accrued interest is recorded in the statement of activities

when incurred; it is not reported in governmental funds untii paid 12,320

Proceeds and repayments of principal on long-term debit are other financing

sources and expenditures in the governmental funds, but not in the statement

of activities (where they are additions and reductions of labilities)

Frincipal repayment 1,816,657

Proceeds from debt issuance (10,700)

Proceeds from school bond loan fund (694 121)

Bond issuance costs amortization 11,258

Accrued interest on school bond loan fund (229,348}

Paymert on capital leases are expenditures in the governmental funds,

but not in the statement of activities {where it reduces long-term debt} 18,931

Compensated absences are reported on the accrual methed in the statement

of activities, and recorded as an expenditure when financial resources are

used in the governmental funds:

Change in accrued compensaied absences {31,808}

Net Change in fund Balances- Governmental Activities $  (393,838)

See accompanying nates - financial statements 13



Portiand Public Schools
Statement of Fiduciary Net Assets

Fiduciary Funds
Jung 30, 2007

Assets
Cash and Cash Equivalenis
Accounits Receivable

Total Assels

Ligbilities
Due to Student groups

See accompanying notes to ‘inancial statements

Agency Funds-
Student Activities

$ 63,815

95 000
$ 158,815
$ 158,815
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Portiand Public Schools
MNotes to Financial Statements
June 30, 2007

Note 1 -~ Summary of Significant Accounting Policies

The accounting policies of Portland Public Schools conform to accounting principles
generally accepted in the United Staies of America {GAAP) as applicable 1o

governmental units. The following is a summary of the significant accounting policies
used by the School District:

Reporting Entity

The Schoo! District is governed by an elected Board of Education. The accompanying
financial statements have been prepared in accordance with criteria established by the
Governmental Accounting Standards Board for determining the various governmental
organizations to be included in the reporting entity. These criteria include significant
operational financial relationships that deiermine which of the governmental
organizations are a part of the Schoo! Districis’ reporting entity, and which
organizations are legally separate, componenti units of the school district. Based on
the application of the criteria, the district does not contain any compenent units.

Government-Wide and Fund Financial Statements

The government-wide financial staternents {i.e., the statement of net assets and the
statemnent of changes in net assets) report information on all of the non-fiduciary
activities of the primary government. For the most part, the effect of interfund
activity has been removed from these statements. Governmenta! activities, which
normalty are supported by taxes and intergovernmental revenues, are reported
separately from business-type activities, which rely 1o a significant extent on fees and

charges for support. All the district’s government wide activities are considered
governmental aciivities.

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those
that are clearly identifiable with a specific function. Program revenue includes (1)
charges to customers or applicanis who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function and {2) grants and contributions
that are restricted to meeting the operational or capital requirements of a particular
function. Taxes, intergovernmental payments, and other ttems not properly inciuded
among program revenues are reported instead as general revenue.

Separaie financial statements are provided for governmenta! funds and fiduciary
funds, even though the latter are excluded from the government-wide financial

statements. Major individual governmental funds are reported as separate columns in
the fund financial statements.



Portland Public Schools
Motes to Financial Statemeants
June 30, 2007

Note T - Summary of Significant Accounting Policies {Continued)

Measurement Focus, Basis of Accounting and Financia! Statement Presentation

Governmeni-Wide Statements - The government-wide financial statements are
reported using the economic resources measurement focus and the accrual basis of
accounting. Revenue is recorded when earned and expenses are recorded when a
liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenue in the year for which they are levied. Grants, categorical aid

and similar items are recognized as revenue as scon as all eligibility requirements
imposed by the provider have been met.

As a general rule, the effect of interfund activity has been eliminated from the
governmenti-wide financial statements.

The District does not allocate indirect costs.
The District first utilizes restricted resources 1o finance qualifying activities.

Fund Based Statements — Governmental fund financial statements are reported using
the current financial resources measurement focus and the modified accrual basis of
accounting. Revenue is recognized as soon as it is both measurablie and available.
Revenue is considered 1o be available if it is collected within the current pericd or soon
enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are coliected within 60 days of
the end of the current fiscal period. Expenditures generally are recorded when a
liability is incurred, as under accrual accounting. However, debt service expenditures,

as well as expenditures related to compensated absences and severance pay, are
recorded only when payment is due.

Property taxes, unrestricted staie aid, intergovernmental grants, and interest
associated with the current fiscal period are ail considered to be susceptibie to accrual
and so have been recognized as revenue of the current fiscal period. All other revenue
items are considered 1o be available only when cash is received by the government.

The fiduciary fund statement is also reported using the economic

resources
measurement focus and the accrual basis of accounting.

The school district reports the following major governmental funds:

The General Fund is the school district’'s primary operating fund. It accounts for all

financial resources of the district, except those required to be accounted for in another
fund.

The government reports the following fund types:

Special Revanue Funds are used to account for the proceeds of spasific revenue
sources tha' are restricted to expenditures for specified purposes.

B



Portland Public Schools
MNotes to Financial Statements
June 30, 2007

Note 1 — Summary of Significant Accounting Policies {Continued)

The Schoo!t Service Funds are Special Revenue Funds that segregate, for administrative
purposes, the transactions of a particular activity from regular revenue and expenditure
accounts. The School District maintains full control of these funds. The School

Service Funds maintained by the School District are the Athletic Fund, Community
Service Fund and Food Services Fund.

Debt Retirement Funds are used to account for the acocumulation of resources for, and
the payment of general fong-term debt principal, interest, and related costs.

Capital Projects funds are used to account for the construction of fixed assets.

Fiduciary Funds are used to account for assets held by the School District in a trustee
capacity or as an agent. Fiduciary Fund net assets and resulis of operations are not
included in government-wide statements. Agency Funds are custodial in nature
{assets equal liabilities} and do not involve measurement of resuits of operations.

The School District presently maintains a Student Activities Fund to record the
transactions of student and parent groups for school and school-related purposes. The
funds are segregated and held in trust for the students and parents.

Assets, Liabilities, and Net Assets or Equity

Beposits and Investments — Cash and cash equivalents include cash on hand, demand
depaosits, and short-term investments. Investments are stated at fair value.

Receivables and Payables - In general,' outstanding balances between funds are
reported as “due toffrom other funds.” Activity between funds that are representative

of lending/borrowing arrangements outstanding at the end of the fiscal year are
referred to as “advances to/from other funds.”

Property tax and other ftrade receivables are shown net of an allowance for
uncollectible amounts. Property taxes assessed as of December 31 and the related
property taxes are levied and become a lien on December 1. These taxes are billed on
December 1% and are due February 15". The final collection date is February 28, after
which uncollected taxes are added to the County delinquent tax roils.

The State of Michigan utilizes a foundation allowance approach, which provides for a

specific annual amount of revenue per student based on a state-wide formuia. The
foundation allowance is funded from a combination of state and

local sources.
Revenues from state sources are primarily governed by the School

20



Portland Public Schools
Notes to Financial Statements
June 30, 2007

Note 1 — Summary of Significant Accounting Policies {Continued)

Aid Act and the School Code of Michigan. The state portion of the foundation is
provided from the state’s School Aid Fund and is recognized as revenue in accordance

with state law and accounting principles generally accepied in the United States of
America.

The District also receives revenue from the state to administer certain categorical
education programs. State rules require that revenue earmarked for these programs be
used for its specific purpose. Certain categorical funds require an accounting to the
state of the expenditures incurred. For categorical funds meeting this requirement,
funds received, which are not expended by the close of the fiscal vear are recorded as

deferred revenue. Other categorical funding is recognized when the appropriation is
received.

Inventories and Prepaid ltems — Inventories are valued at cost, on a first-in, first-out
basis. Inventones of governmental funds are recorded as expenditures when
consumed rather than when purchased. United States Department of Agriculture
Commodities Inventory received by the Food Service Fund are recorded as revenue and
expensed when received. Certain payments to vendors reflect costs applicable to

future fiscal years and are recorded as prepaid items in both government-wide and
fund financial statements.

Capital Assets — Capital assets, which include land, buildings, eguipment, and vehicles
are reported in the applicable governmental column in the government-wide financial
statements. Capital assets are defined by the government as assets with an initial
individual cost of more than $5,000 and an estimated useful life in excess of one year.
Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the
date of donation. Cost of normal repair and maintenance that do not add to the value

or materially extend asset life are not capitalized. The schoal district does not have
infrastructure type assets.

Buildings, equipments, and vehicles are depreciated using the straight-line method over
the following useful lives;

Buildings and additions 20-50 vears
Site improvemenits 10-20 vears
Buses and other vehicles 5-10 vears
Furniture and other equipment 5-20 vears

Long-Term Obligations — In the government-wide financial statements, long-term debt

and other long-term obligations are reported as liabilities in the statement of net
assels.



Portland Public Schools
Notes to Financial Statements
June 30, 2007

Note 1 — Summary of Significant Acccunting Policies {Continued)

Compensated Absences — The liability for compensated absences reported in the
government-wide statements consist of unpaid, accumulated annual vacation and sick
pay balances. The liability has been calculated using the vesting method, in which
leave amounts for both employees who are currently eligibie to receive termination
payments and other employees who are expected to become eligibie in the future to
receive such payments upon termination are included,

Fund Equity - In the fund financial statements, governmental funds report reservations
of fund balance for amounts that are not available for appropriation or are iegaliy
restricted by outside parties for use for a specific purpose, Designations of fund
balance represent tentative management plans that are subject to change.

Comparative Data/Reclassifications - Comparative data is not included in the district’s
financial statements.

Use of Estimates- The preparation of financial statements requires estimates and
assumptions that affect the amounts reported in the financial

staternents and
accompanying notes. Actual results may differ from those estimates.

Note 2 — Stewardship, Compliance and Accountability

Budgetary Information - Annual budgets are adopted on a basis consistent with

generally accepted accounting principles and state law for the general and special
revenue funds. All annual appropriations lapse at fiscal year end.

The budget document presents information by fund and function. The legat level of
budgetary control adopted by the governing body {i.e., the level at which expenditures
may not iegally exceed appropriations) is the function level.
district t0 have its budget in place by July 1. Expenditures in excess of amounts
budgeted is a violation of Michigan Law. State law permits districts to amend its
budgets during the vear. There were three amendments during the year.

State law requires the

Excess of Expenditures Over Appropriations in Budgeted Funds - During the vear, the

School District incurred expenditures in certain budgetary funds which were in excess
of the amounts appropriated, as follows:

Function-General Fund Final Budget Amount of Expenditures Variance
Basic Programs & 7,975,468 ] 7,984,896 $ 09,428
Adult and continuing education 206,685 208,193 2,508
Schaool administration 1,034,602 1,038,819 4217
Business and ceniral services 307,632 312,958 5,328
Cperations and maintenance 1,517,386 1,632,837 15,551
Transporiation 1,137,543 1,139,763 2,220
Debt-principal 131,774 346,657 214,883
Interest and Fiscal charges 28,750 28,389 638
Capital outlay 842,507 210,807 168,300
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Portland Public Schools
Notes to Financial Statements
June 30, 2007

Note 3 - Deposits and Investments

At year-end, the school district had no investments. All liquid assets were located in
deposit accounts.

Interest rate risk. The District does not have a formal investment policy to manage its
exposure to fair value losses arising from changes in interest rates.

Credit risk. State law limits investments in commercial paper and corporate bonds to a

prime or better rating issued by nationally recognized statistical rating organizations
{INRSROs).

Concentration of credit risk. The District has no policy that wouid limit the amount
that may be invested with any one issuer.

Custodial credit risk- deposits. 'In the case of deposits, this is the risk that in the event
of a bank failure, the School District’s deposits may not be returned to it. As of June
30, 2007, $2,534,387 of the School District’s bank balance of $2,734,387 was
exposed 1o custodial credit risk because it was uninsured and uncollateraiized with

securities held by the pledging financial institution’s trust department or agent, but not
in the School District’s name.

Custodial credit risk- investments. For an investment, this is the risk that, in the event
of the failure of the counterparty, the District will not be abie to recover the value of
its investments or collateral securities that are in the possession of an outside party.

The Distriet will minimize custodial conirol credit risk, which is the risk of loss due 1o
the failure of the security issuer or backer, by; limiting Investments to the types of

securities allowed by law; and pre-qualifying the financial institutions, broker/dealers,
intermediaries and advisors with which the District will do business.

Foreign currency risk. The School District is not authorized to invest in investments
which have this type of risk.

The above amounts as previously reported in Note 3:

Deposits-including Fiduciary Funds of $63,3815 $ 2,467,110
Petty cash 1,156
Investments 9]
Total $ 2,468,265

The above amounts are reported in the financial statements as follows:

Cash-Fiduciary Fund 5 63,815
Cash and cash equivaienis-District Wide 2,404,450
Investments-District Wide 0
Total

2,468,285
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Portiand Public Schools
Notes to Financial Statements
June 30, 2007

MNote 4 — Receivables

Receivables as of year-end for the school district’s individual major funds and the non-

major and fiduciary funds in the aggregate, including the applicabie allowances for
uncoliectible accounts, are as foliows:

General Non-major and
fund Other Funds Total
Receivables:
Various $ 79,121 5 44,1349 § 123,260
Intergovernmental 2,603,088 5,347 2,608,413
Net Receivables $ 2,682,187 5 49,486 $ 2,731,873

Governmental funds report deferred revenue in connection with receivables for revenue
that are not considered to be available to liquidate liabilities of the current period,
Governmental funds also defer revenue recognition in connection with resources that
have been received but not yet earned. At the end of the current fiscal year, the
various components of deferred revenue are as follows:

Unearned

Payments received prior to meeting all eligibility requirements:

&

Note 5 — Capital Assets

Capital asset activity of the school district’s Governmental activities was as follows-

Balance Disposais and Balance
July 1, 20086 Additions Adustments June 30, 2007
Assets not beging depreciated:
Land $ 77,000 % o ¢ o s 77,000
Construction in progress 222,680 378,748 223,650 378,748
Capital assets being depreciated:
Building and building improvements 40,239,068 666,165 o] 40,505,234
Site Improvements 1,830,860 o ju] 1,830,850
Furniture and eguipment 6,179,012 24,530 0 §,203,642
Buses and! other vehicles 1.712,768 17,615 63,031 1,727,352
Subtotal 45 961,699 768,310 83,031 50,665,978
Accumulated depreciaton:
Building and building improvements 7,600,692 815,044 o 8,420,736
Site impravements B37,770 0178 1) 907,948
Furniture and equipment 4,099,318 445,136 4] 4,545,454
Buses and other vehicles 1,089,127 119,832 63,031 1,145,828
Subiotal 13,631,907 1,451,180 53,031 15,020,066
Net capital assets being degreciated 36.329,792 {682,880) 0 35,646,812
Met capital assets 3 36,629,452 5 {304,132) ¢ 222,680 5 36,102,660
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Portland Public Schoois
Motes to Financial Statements
Jupne 30, 2007

Note b — Capital Assats {Coniinued)
Depreciation expense was charged to activities of the school as follows:

Governmental Activities

Imstruction $ 881,887
Support Services 517,805
Food Services 4,593
Athletics 47,125
$ 1,451,190
Note 6 — Interfund Receivables, Payables, and Transfers
The compaosition of interfund balances is as follows:
Fund Due To
General Other
Fund Due From Fund Nonmajor Funds Total
Generaj Fund 0 $ 42,522 § 42 522
Other Nonmajor Funds 42,157 O 42 157
Tota! 42,157 5 42,522 $ 84,675
Transfer Qut
General Non-major
Fund Funds Total
Transfer in:
General Fund-operations $ ¢ $ 32,365 $ 32,365
Other Nonmajor Funds-operations 430,365 O 430,365
$ 430,365 $ 32,366 $ 462,730




Note 7 — Long-Term Debt

Portland Public Schools

MNoies to Financial Statements

June 30, 2007

The school district issues bonds, notes, and other contractual commitments to provide

for the acquisition and construction of major capital facilities and the acquisition of
certain eguipment.

faith and credit of the school district.

pay, school bond loan fund payable and two ieases.

Long-term obligation activity can be summarized as foliows:

Bonds

Scheal Bond Loan Fund
Contracis/loans payable
Capital tease

Compensated absences
Premium on bonds

Discount on bonds

Deferred amount on refunding

and bond issuance casts

Total

General obligation bonds are direct obligations and pledge the full
Other long-term obligations include severance

Amogunt

Beginning Ending due within

balance Additions Deletions Balance one year
5 30,821,208 § 0 $ 1,470,000 $ 28,351,209 § 1,470,000
3,978,791 694,121 0 4,673,812 0
880,282 918,700 346,857 1,444,325 198,208
65,608 0 18,831 48,677 20,3886
861,218 31,808 0 883,026 #]
280,229 o 21,566 258,673 G
{127,382} 0 {5,538} {121,844) 0
{1,181,6844} 0 {4,759) {1,176,885} Y
$ 35,578,311 ¢ 1,636,628 $ 1,848,847 ¢ 35,369,093 $ 1,689,575

Annual debt service requirements, to maturity for the above bond obligations are as

foflows:

2008
2008
2010
201
2012
2013-2017
2018-2022
2023-2027
2028-2028

Totai

Governmental Activities

Principal interest Total

$ 1,470,000 $ 1,317,754 2,787,754
1,484,252 1,260,740 2,744,992
1,484,930 1,197,681 2,882,591
1,485,641 1,136,782 2,622,423
1,584,385 1,075,197 2,661,582
6,760,001 4,280,215 11,040,218
6,105,000 2,853,860 8,858,860
6,355,000 1,385,106 7,740,106
2,620,000 167,680 2,787,680

$ 29,3%1,208 $ 14,674,995 $ 44,028,204
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Portland Public Schools
Notes to Financial Statements
June 30, 2007

Note 7 - Long-Term Debt (Continued)

General cbligation bonds and leases payable consist of;

$7.440,000 serizl bond due in annual instalimants of $45,000 10 $1,215,000
through May 1, 2018, interest at 3.25% t0 5.0%

$6,525,000 serial bond due in annual instaliments of $1,280,000 to 51,315,000
through May 1, 2029, interest at 4.1% t0 4.3%

$4,820,000 serial bond due in annual installments of $615,000
through May 1, 2013, interest st 4.1% to 5.0%

$12,085,000 serial bond due in annual installments of $120,000 to $1,225,000
through May 1, 2024, interest at 4.0% te 5.5%

$1,170,000 serial bond due in annual installments of $115,000 to 120,000
through May 1, 2015, interest at 4.8% 10 5.15%

Burant School Improvement Bonds of 1899 due in annual instaliments of $14,252 to
$90.001 through May, 2013; variable interest rate. The State of Michigan is the anly
revenue source for making the annual debt service payment on the bonds. On or
about, May 10, 2007, the State of Michigan refinanced these bonds to eliminate

the annual payments due May 2007 through May 2008, An additional lump sum
payment of $50,001 is now scheduled for 2013,

Subtotal - Bonds Payable

School Bond Loan payable when the Debt Retirement Funds have excess funds
as determined by the State. Interest is determined each year by the Staie. The
interest rate is 4.75% at June 30, 2007.

$219,000 Bus eontract due in annual installments of $19,860 to $33,388 through
July 15, 2010, interest at 4.935%

$B834,988 instaliment purchase agreement due in annual installments of $53,741 to
$77.189 through May 1, 2018, interest at 4.63%

$841,700 installment purchase agreement due in annual installments of $52,080 to
$77,718 through May 9, 2017, interest at 4.47%

Capital Leases-The School District has several capital leases for copy machines.
Lease payments extend through March, 2010.

Compensated Absences
Unamortized pramium on honds
Unamortized discount on bonds

Unamortized deferred amount on refunding and bond issuance costs

Total Lona-term Debt

27

$

7,350,000

6,525,000

3,690,000

10,895,000

840 000

151,205

28,351,208

4,673,912

212,000

583,625

641,700

46,677

803,026
258,673
{121,844)

{1,176,885)

$

39,363,083




Portland Public Schools
Notes to Financial Statements
June 30, 2007

Note 7 — Long—Térm Debt {Continued)

Durant Non-Plaintiff Bond - Included in Governmental Activities General Obligation
Bonds is the Durant Non-Plaintiff Bond. Annual total payments {principal and interest)
of $17,982 to $120,826 associated with this Bond are funded by the State of
Michigan via specifically appropriated State Aild and will not require any District debt
ievy or utilization of any other District financial resources.

Mote 8 —- Risk Management

The School District is exposed to various risks of loss related to property loss, torts,
errors and omissions, employee injuries {workers’ compensation) as well as medical
benefits provided to employees. The School District has purchased commercial
insurance for all risks. Settled claims relating to the commercial insurance have not
exceeded the amount of insurance coverage in any of the past three fiscal years.

Note 9 - Defined Benefit Pension Plan and Post Retirement Benefits

Plan Description —~ The School District participates in the Michigan Public School
Employess’ Retirement System {MPSERS), a statewide, cost-sharing, multipie-employer
defined benefit public employee retirement system governed by the State of Michigan
that covers substantially all employees of the District. The systern provides retirement,
survivor, and disability benefits to plan members and their beneficiaries. The Michigan
Public School Employees’ Retirement System issues a publicly available financial report
that includes financial statements and required supplementary information for the

system. That report may be obtained by writing to the system at 7150 Harris Drive,
F.QC. Box 30673, Lansing, Mi 48809-8103.

Funding Policy — Employer contributions to the system result from the implementing
effects of the School Finance Reform Act. Under these procedures, each school
district is required to contribute the full actuarial funding contribution amount to fund

pension benefits, plus an additional amourt to fund retiree health care benefit amounts
on a cash disbursernant basis.
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Portiand Public Schools
Motes to Financial Statements
June 30, 2007

Note 9 - Defined Benefit Pension Plan and Post Retirement Benefits {Continued)

The pension benefit rate totaled 16.34 percent for the period from July 1, 2006 ito
September 30, 2008, and 17.74 percent from October 1, 2006 through June 30,
2007, for the covered payroli to the plan. Basic plan members make no contributions,
but Member Investment Plan members contribute at rates ranging from 3 percent o
4.3 percent of gross wages. The District’s contributions to the MPSERS plan for the

yvears ended June 30, 2007, 20086, and 200% were $1,829,550, $1,450,785 and
1,284,580, respectively.

Post Employment Benefits — Under the MPSERS Act, all retirees participating in the
MPSERS Pension Plan have the option of continuing health, dental, and vision
coverage. Retirees having these overages contribute an amount eguivalent to the
monthly cost for Part B Medicare and 10 percent of the menthly premium amount for
the health, dental, and vision overages. Required contributions for post employment

health care benefits are included as part of the District’s total contribution to the
MPSERS plan discussed above,

Note 10 — Contingencies

Amounts received or receivable from grantor agencies are subject to audit and
adjustment by grantor agencies. Any disallowed claims, including amounts already
collected, may constitute a liability of the applicable funds. The amount, if any, of
expenditures which may be disaliowed by the grantor cannot be determined at this time
although the District believes such amounts, if any to be minimal.

The School District is invelved in lawsuits from time to time. The ultimate ocutcome of

any of these lawsuits cannot be presently determined; and the amount of damages, if
any, cannot be determined at this time.

Note 11 — Subseguent Event

At June 30, 2007, the District had an outstanding $2,070,000 revenue note {State aid
note}, dated August 20, 2006. The note, which has an interest rate of 3.68%,
matures on August 20, 2007. A new note of $1,940,000 was taken out in August,

2007 with an interest rate of 3.868%. The notes are secured by the full faith and credit
of the district.
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Portland Public Schools
Required Supplemental Infarmaticn
Budgetary Comparison Schedule- General Fund

Year Ended June 30, 2007

Yariance
Budgeled Amounis Actual Amounts Favoraoie
Criginal Final {(Budgetary Basis) {(Unfavorable)
Revenues
Local sources $ 1,159,735 $ 1,481,598 1,443,913 T {37,685)
Stale sources 14 6847 126 14,440,141 14,439 139 {1.002)
Federal saurces 308,786 253,519 239211 {14,308)
Other 930,000 473,700 484,595 10,885
Total revenues 18,645,647 16,648,958 16,606,858 (42,100)
Expendiiures
Instruction
Basic programs 7,872,725 7.975.468 7,984 856 (9,428)
Added needs 1,804,207 1,840,122 1,616,534 23,588
Adult and continuing education 191,409 206,685 209,193 {2,508)
Support services
Pupil 548,503 646,925 642,859 4 066
instructional staff 788,047 853,911 852,749 1,162
General administration 280,998 278177 276,484 1,693
School administration 1,013,847 1,034,602 1,038,818 {4,217)
Business and central services 311,180 307,632 312,958 {5,326}
Operations and maintenance 1,684 696 1,517,386 1,532,837 (15551)
Transportation 1,231,631 1,137,543 1,138,763 (2,220)
Other transactions 260,368 247 574 246 614 960
Capital Qutlay ] 731,568 899,868 {168,300)
Debt Service
Redemption of notes 131,254 131,774 346 657 (214,883)
Interest and fiscal charges 29,400 28,750 29,380 {639)
Total expenditures 16,158,245 16,738,117 17,129,720 {391,603}
Excess (deficiency) of ravenues
over expendiures 487 402 {89,158} {522 BB2} {433,703)
Olher financing sources {uses)
Praceeds from long term debi 0 691,700 810,700 219,000
Operating transfers in 25,383 21,809 32,365 10,756
Operating iransfers oul {450,488} {437,789) {430,365) 7424
Total other financing sources (uses) {425,103) 275,520 512,700 237,180
Excess (deficiency) of revenues aver
expenditures and other sources (uses) § 62,299 5 186 361 (10,162} 5 {198,523)
Fund balances af beginning of year 1,134 257
Fund bzlances al end of year 1,124,085

Se accompanying note to financial stai- ments
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Portland Pubtic Schools
Other Supplemental information

Schedule of Revenues, Expenditures, and Changes

in Fund Balance - Budget and Actual
Year Ended June 30, 2007

Reventies

Locai sources

Property tax levy

Transport fees

tamings on investments
Community service aclivities
Miscellaneous

Tofal local revenue
State sources
State Aid
Foundation grant-unrestricted
Restricted grants
Total state sources
Federal sources
Resfricied granis
Total federal sources
Other sources
180 Transfers
Other

Total other sources

Total revenues

panying noles o finsacisi <

2007
Variance
Favorable
Budget Actual {Unfavorable)}
1,189,398 1,158,178 5 {31,220)
10,500 13,126 2628
55,000 41,218 {13,784)
23,500 31,724 B.224
203,200 199,669 {3,531}
1,481,598 1,443,913 {37,685}
13,377,230 13,323,178 {54,052}
1,062,911 1,115,961 53,050
14,440,141 14,439,130 (1.002)
253,519 239,211 {14,308)
253,519 239,211 {14,308)
458,200 466,964 10,764
17,500 17,831 131
473,700 484 595 10,895
16,648,958 16,608,858 {42,100}

Cad
[0S



Portland Public Schools
Other Supplemental Information
Schedule of Revenues, Expenditures, and Changes
in Fund Balance - Budget and Actual
Year Ended June 30, 2007

2007
Varance
Favorable
Budgel Actual {Unfavorable)
Expenditures
Instruction
Basic programs
Elementary instruction
Salaries 2,508,238 2,508,774 {5386}
Employee benefits 1.280,430 1,277,834 2,596
Furchased services 3,500 3,654 {154)
Supplies and materials 43,660 44,209 {549)
Other 2,831 994 1,837
Totat elementary 3,836,659 3,833,465 3,194
Middie school instruction
Salaries 1,157,250 1,186,503 (9,253)
Employee benefits _ 805,877 601,099 4,578
Purchased semvices 400 773 (373}
Supplies and materials 28,838 28,473 {534)
Other 550 755 {205)
Total middie school 1,782.816 1,798,603 {5,787}
High schoo! instruction
Salaries 1,510,650 1,520,170 {9,520}
Employee benefits 770,993 770,056 937
Purchased services 27,100 29,483 {2,383)
Suppiies aind materials 34,500 23,309 5,181
Other 2,750 3,810 {1,060)
Total high school 2,345,993 2,352 828 {5,835)
Total basic programs 7,975,468 7,984 BaH {9,428)

See accompar.ine 228 to financial statements il




Portland Public Schools
Other Supplemental Information

Schedule of Revenues, Expendituras, and Changes

in Fund Balance - Budget and Actual
Year Ended June 30, 2007

Added needs

Special education
Salaries
Employee benefits
Purchased services
Supplies and materials
Other

Total special education

Compensatory education
Salaries
Employee benefits
Purchased services
Other

Total at-risk
Vocationa! education
Salaries
Employee benefits
Supplies and materials
Total compensatory education
Total added needs
Adult and continuing education-secondary
Sajaries
Employee benelts
Purchased services
Supplies and materials
Other
Total enrichment education

Totat adult and continuing education

Total instruction

See aceor v g notes to financial staternen: -

35

2007
Variance
Favorahble

Budget Actual {Unfavorable)
936,715 921,696 15,019
484 845 483,319 1,526
1,250 709 541
2,295 2,481 {1886)
1,150 737 413
1,426,255 1,408,842 17.313
76,531 75,662 869
31,468 30,444 1,024
0 116 {116}

5,130 734 4396
113,129 106,956 6,173
68,038 68,453 (415)
32,200 32,183 17
500 0 500
100,738 100 636 102
1,640,122 1,616,534 23,588
154,500 156,392 {1,892)
39,635 39452 183
0 308 (308)

11,050 10,898 152
1,500 2143 {643)
206,685 209,193 {2,508)
206,685 208153 {2.508)
9,822 275 9,810,623 11,652



Portland Public Schools
Other Supplemental Information
Schedule of Revenues, Expenditures, and Changes
in Fund Balance - Budget and Actua!
Year Ended June 30, 2007

2007
Variance
Favorable
Budget Actual {Uniavorable)
Supporling services
Pupil services
Guidance services
Salaries 233,742 234,385 {643}
Employee benefits 119,829 118,531 1,288
Purchased senvices 900 200 0
Total guidance services 354 471 353,816 655
Health services
Purchased services 32,000 31,983 37
Supplies and materiais 0 498 {498)
Total health services 32,000 32,461 {481}
Speech services
Salaries 110,146 110,136 10
Emplovee benefits 57,920 57,290 830
Purchased services 50,000 47,638 2,362
Suppiies and matertals 900 716 184
Total speech services 218,966 215,780 3,186
Teacher consultant
Salaries 26,966 26,841 125
Employee benefits 14,522 . 13,861 561
Total teacher consultant 41,488 40,802 886
Tota! pupil services 646,925 642,859 4,068

See aco

=g notes to financial stalemarn 38



Portiand Puhblic Schools
Other Supplemental Information
Schedule of Revenues, Expenditures, and Changes
in Fund Balance - Budget and Actual
Year £nded June 30, 2007

See accompanying notz - 1 incial statements

2007
Variance
Favorable
Budget Actual (Unfavorable)
instructional staff
Improvement of instruction
Salaries 0] 5,812 {5.812)
Employee benefits 0] 2,303 {2,303)
Purchased services 39,453 16,525 22,828
Supplies and materials 49775 53,440 {3,665)
Other 5,087 8,257 (170)
Total improvement of instruction 95,315 84,337 10,878
Educalional media services
Salaries 97.911 98,640 {729}
Employee benefits 81,999 B1,671 328
Purchased services 4,600 3,374 1226
Supplies and materials 11,455 10,400 1,055
Other 0 35 (35)
Total educational media services 195,965 194,120 1,845
Technology assistad instruction
Salaries 82,261 82984 {(723)
Employee benefits 40,254 38,399 855
Purchased services 218,700 228,333 (8,633)
Supplies and materials 57,560 57,099 401
Other 1,000 2,286 {1,286}
Tetal technolegy assisied instrugtion 400,715 410,101 {2,386)
Supervision and direciion of instrutional staff
Salaries 98,097 97,011 1,086
Employee benefits 61,069 63,647 {2,578)
Purchased services 2,500 3,453 (953}
Other 250 80 170
Total supervision and direclion 161,916 164,191 {2275)
Total instructional staff 853,911 852,749 1,162



Portland Public Schools
Other Supplemental Information

Schedule of Revenues, Expenditures, and Changes

in Fund Balance - Budget and Actual
Year Ended June 30, 2007

General administraiion

Board of education
Purchased services
Other

Total board of education

Execulive adminisiration
Salaries
Employee benefils
Purchased services
Other

Tolal executive adminisiration
Total general administration

Schoal administration
Office of the principal
Salaries
Employee benefits
Purchased services
Supplies and materials
Other

Total office of the principal

Other school administration
Salaries
Employee benefiis
Purchased services
Supplies and materials
Other

Total other school admin

Total school adminisiration

- - accompanying notes to finns oo

-ments

2007
Variance
Favorable

Budget Actual {Unfavorable)
48,300 45,966 2,334
7.000 7,157 {157)
55,300 53,123 2,177
134,059 134,682 {623)
85,918 85,637 281
2,250 2,304 {144}
650 648 2
222 877 223 361 {484)
278,177 276,484 1,693
557,502 560,091 {2,589}
307,383 309,821 (2,458}
4,000 3,842 58
3,050 2,851 99
5,035 4,368 867
876,950 881,173 {4,223)
87,054 87,148 {94)
63,289 63,085 224
5,509 5,567 (58)
800 73z 68
1,000 1,134 {134)
157,652 157 B46 6
1,034,602 1,038,619 {4,217)



Portland Public Schools
Other Supplemental information

Schedule of Revenues, Expenditures, and Changes

Business services
Fiscal services
Salaries
Employee benefits
Purchased services

Supplies and materials

Other

Total fiscal services

Other business services

Furchased services
Cther

in Fund Balance - Budget and Actual
Year Ended June 30, 2007

Total other business services

Total business services

Operation and mainienance

Salaries
Employee benefits
Purchased services

Supplies and materials

Other

Total operation and maintenarice

Transportation services

Salaries
Employee benefiis
Purchased services

Supplies and materials

Other

Total transportation services

See accompanying noies tn -

oo atemenis

2007
Variance
Favorable

Budget Actual {Unfavorable)
106,103 106,986 (883)
63,517 63,568 (51}
33,584 31,409 2,175
3,000 3,106 {(1086)
6,650 7,661 {1,011}
212,854 212,730 124
5,606 5,806 g
89,172 94,622 {5,450)
94,778 100,228 {5.450)
307,632 212,958 (5,326)
252,417 263,132 (10,715)
181,057 183,328 {2,271}
449,715 456,486 {68,771}
631,232 627,035 4,187
2,965 2,956 g
1,517,386 1,532,937 {15.551)
551,571 560,065 (8,494}
306,105 308,802 {2,697}
28,617 28,830 {313)
248 150 238,926 9,224
3,100 3.040 60
1,137,543 1,139,763 (2,220}

39



Portland Public Schools
Other Supplemental Information
Schedule of Revenues, Expenditures, and Changes
in Fund Balance - Budget and Aciual
Year Ended June 30, 2007

2007
Variance
Favorable
Budget Actual {Unfavorable)
Intergovernmental paymenis
Payments to other public schools 247,574 245,614 980
Capital ocutlay
Operations and maintenance 642,507 810,807 {168,300)
Pupil fransportation services 89,081 89,061 0
Total capital outiay 731,568 899 868 {168,300)
Debt service
Principal 131,774 348,657 {214,883)
Interaest 28,750 23,389 (639)
Total debt service 160,524 376,048 {215,522)
Total expenditures 16,738,117 17,129,720 {391,603}
Excess {deficiency) of revenue over
expenditures {89,158} (522 ,862) {433,703)
Other financing sources {uses}
Proceeds from long term debt 691,700 916,700 219,006
Transfers from ather furds ) 21,608 32,365 10,756
Transfers to other funds {437,789) {430,365) | 7.424
Total other financing sources {uses) 275,520 512,700 237,180
Excess {(deficiency} of revenue over
expenditures and sther financing
sources [uses) $ 186,361 {10,162) 3 {196,523)
Fund balance at beginning of year 1,134,257
Fund balance at end of year % 1,124,085

See accompanying not... i, . il stalements



Portland Public Schools
Other Supplemenial Information
Special Revenue Funds
Statement of Revenues, Expenditures, and
Changes in Fund Balance- Budget and Actual
Year Ended June 30, 2007

Food Service

Budget Actuai Difference
Revenues
Local sources
Lunch sales b 410,480 $ 410,433 3 {47)
Game receipis & fees 0 8] 0
Total Local Sources 410,480 410,433 {473
Federal and state scurces
State aid-matching funds 30,810 30,817 7
Federatl aid 150,350 150,346 {4y
Federal commodities 0 34,071 34,071
Total Federal and
State Sources 181,160 215,234 34,074
Total Revenues 591,640 625,667 34,027
Expenditures
Food & supplies : 233,600 281,122 (47,522}
Salaries & wages 136,884 141,178 (4,204)
Fringe benefits 51,538 60,332 1,206
Repairs & capital outlay 8] 11,312 {11,312)
Other 148,864 145,448 3.516
Total Expenditures 580,986 639,392 (58,406)
Excess {deficiency) of revenues
over expendiiures 10,654 {13,725) (24, 379)
Other financing sources (uses)
Cperating transfers ini {ouf) {10,654} 13,725 {24 375)
Excess (deficiency) of revenues
over expenditures & other
sources {uses) 3 0 0 3 0
Fund balances at beginning of year 379
Fund balances at end of year k) 379

Se accompanying notes io fin incia! < atements 41



Community Services

Athletic Fund

Budget Actual Difference Budget Actual Difference
] 0 $ 0 O $ a0 $ 0 0
150,000 183,123 13,123 103,840 106,383 2,543
150,000 163,123 13,123 103,840 106,383 2,543
0 ¢ o g 0 0
0 0 O 4 0 i
0 0 0 & ] 0
G o 0 ¢ 0 0
150,000 163,123 13,123 103,840 106,383 2,543
2,200 3,172 (872} 0 a 0
89,551 G2.045 {2,494) 305,273 293 878 5,384
32,840 31,511 1,328 94,442 91,038 2,504
O 0 G 7,382 7,382 ¢
3,800 4 030 {230} 145,186 124 824 20,367
128,381 130,758 {2,367} 552 283 523,023 298,260
21,609 32,365 10,756 (448,443) (416,640) 31,803
(21,809) (32,365} 10,756 448 443 416,640 31,803
5 0 0 0 K 0 0 0
) a
0 $ 0

See accampan.ng notes to financial staiemnts,

42



Portland Public Schools

Other Supplemental Information
Agency Funds

Combining Statement of Changes in Assets and Lishilities

Year Ended June 30, 2007

Student Activity Funds

Balance Balance
June 30, 20086 Additions Deductions June 30, 2007
Assels

Cash And Cash Equivalents  § 128,045 430,472 $ 494 702 5 63,815
Accounts Receivable 0 95,000 0 55,000
Total Assets % 128,045 525,472 % 494 702 3 158,815

Liahilities
Due To Student Groups % 128,045 525 472 L 494 702 $ 158,815

See accomoanyiig notes to financial statements 43



Portland Public Schools
Other Supplemental Information
Schedule of Bonded Debt
1897 Refunding Bonds
June 30, 2007

Year Ended interest Principal interest Total Debi
June 30 Rate May 1 November 1 May 1 Reguirement

2008 4.85% 115,000 3 23,131 3 23,131 $ 161,262
2009 4.75% 115,000 20,458 20,458 155,916
2010 4.85% 115,000 17,726 17,726 150,452
2011 4.90% 115,000 14,938 14,938 144 876
2012 4.95% 120,000 12,120 12,120 144,240
2013 5.00% 120,000 9,150 9,150 138,300
2014 5.16% 120,000 6,150 6,150 132,300
2015 5.15% 120,000 3,080 3,090 126,180

Total 940,000 $ 106,763 $ 106,763 $ 1,153,526

See accompanyi~] notes 1o financial stalements

44



Portland Public Schools

Other Supplemental Information

Schedule of Bonded Debt

2001 5chooi Building and Site Bonds

June 30, 2007

Year Ended Interest Principal Interest Total Debt

June 30 Rate May 1 November 1 May 1 Reguirement
2008 4 00% $ 695,000 3 257,950 3 257 850 § 1,210,800
2008 4.00% 695,000 244 050 244 050 1,183,100
2010 4.00% 695,000 230,150 230,150 1,155,300
2011 4 00% 695,000 216,250 216,250 1,127,500
2012 5.50% 790,000 202,350 202,350 1,194,700
2013 5.50% 880,000 180,625 180,625 1,241,250
2014 5.50% 120,000 156,425 156,425 432,850
2015 5.50% 0 153,125 153,125 306,250
2018 5.50% 0 153,125 153,125 306,250
2017 5.50% 0 153,125 153,125 306,250
2018 550% 0 153,125 183,125 306,250
2019 5.50% o 153,125 153,125 366,250
2020 5.50% 1,225,000 153,125 153,125 1,531,250
2021 5.50% 1,225,000 122,500 122,500 1,470,000
2022 5.50% 1,225,000 91,875 91,875 1,408,750
2023 5.50% 1,225,000 61,250 61,250 1,347,500
2024 5.50% 1,225,000 30,625 30,625 1,286,250
Total $ 10,695,000 § 2712800 §  2712,800 $ 16,120,600

See accompanying ncics - fins cial statemenis



Portland Public Schools
Other Suppiemental information
Schedule of Bonded Dabt
2002 Refunding Bonds
June 30, 2007

Year Ended Interest Principal Interest Total Debt

June 30 Rate May 1 November 1 May 1 Reguirement
2008 4 25% 5 615,000 $ 81,334 $ 81,334 $ 777,668
2009 4 50% 615,000 68,265 68,265 751,530
2010 4.10% §15,000 54,428 54428 723,856
2011 4.20% 515,000 41,820 41,820 698,640
2012 5.00% 615,000 28,905 28,905 672,810
2013 4.40% 615,000 13,530 13,530 642,060
Total $ 3690000 5 288 282 3 288,282 $ 4,266,584

See zcompanying noies o financial statxents 46



Portland Public Schoois
Other Supplemental information
Schedule of Bonded Debt
2005 Refunding Bonds
June 30, 2007

Year Ended Interest Principal interest Total Bebt

June 30 Rate May 1 November 1 May 1 Requirement
2008 3.25% L 45,000 $ 160,408 3 160,408 $ 365,812
2009 3.25% 45,000 188 875 158,675 384,350
2010 3.50% 45,000 158,944 158,944 362,888
2011 3.50% 45 000 158,156 158,156 361,312
2012 3.50% 45,000 157,369 157 369 359,738
2013 3.75% 45,000 156,581 156,581 358,162
2014 5.00% 1,005,000 155,738 155,738 1,316,478
2015 5.00% 1,215,000 133,613 130,613 1,476,226
20186 4.50% 1,215,000 100,238 100,238 1,415,476
2017 4.00% 1,215,000 72,800 72,900 1,360,800
2018 4.00% 1,215,000 48,600 48,600 1,312,200
2019 4.00% 1,215,000 24 300 24 300 1,263,600
Total $ 7,350,000 $ 1,483,520 $ 1483520 $ 10,347,040

Y'2e accompanying notes to financial “fatements 47



Portland Public Schools

Other Supplemental Information

Schedule of Bonded Debt
2006 Refunding Bonds
June 30, 2007

Year Ended Interest Principal interest Total Debt
June 30 Rate May 1 November 1 May 1 Reguirement

2008 0.000% 0 3 136,056 b 136,056 3 272,112
2008 0.000% 0 136,056 136,056 272,112
2010 0.600% O 136,056 136,056 272 112
2011 0.000% 0 136,056 136,056 272,112
2012 0.000% 0 136,056 136,058 272,112
2013 0.000% 0 136,056 136,056 272,112
2014 0.000% 0 136,056 136,056 272,112
2015 0.000% 0 136,056 136,056 272 112
20186 0.000% 0 136,056 136,056 272 112
2017 0.000% 0 136,056 136,056 272,112
2018 0.000% G 136,056 136,056 272,112
2018 0.000% & 136,056 136,056 272,112
2020 0.000% G 136,056 136,056 272,112
2021 0.000% 0 136,056 136,056 272,112
2022 0.060% 0 136,056 138,056 272,112
2023 0.000% 0 136,056 138,056 272,112
2024 0.000% 8] 136,056 136,056 272 112
2025 4,100% 1,280,000 136,056 136,056 1,952,112
2026 4.125% 1,315,000 109,816 109,816 1,534,632
2027 4.125% 1,310,000 82,694 82,694 1,475,388
2028 4.200% 1,313,060 55,675 55,675 1,421,350
2029 4.300% 1,310,000 28,165 28,165 1,366,330

Total 6,525,000 $ 2725358 $ 2,725,358 $ 11975718

See accompanying notes to finan-i+ statements



Portland Public Schools
Other Supplemental Information
Schedule of Bonded Debt
Burant lssue
June 30, 2007

Year Ended Total Bebt
June 30 Principal . Interest Requirement
S/15/2008 § 0 $ 0 $ 0
5115/2009 14,252 3,732 17,984
515/2010 14,930 3,063 17,983
51152011 15,641 2,342 17,983
5/15/2012 16,385 1,597 17,982
5f15/2013 90,001 30,825 120,826

3 151,209 5 41,549 $ 192,758

Ser ~oeonanying notes to financial statemente 49



Portland Public Schools
Ciher Supplemental information
Schiool Bond Loan Fund
June 30, 2007

Some bonds of the school district qualify for participation in the State of Michigan School Bond
Loan Fund. If for any reason, the school district will be or is unable to pay the principal and
interest on the bonds when due, then the school district shall borrow and the State of

Michigan shall lend to # from the School Bond Loan Fund an amount sufficient to enable the
schoo! district to make the payment. The school district borrowed an amount of

$0 during the year ended June 30, 2007, in addition to the $3,409,103 borrowed in

previous years. Accrued interest as of June 30, 2007 is $512,528 leaving a total balance
owing of $3,803,785 as of June 30, 2007.

The school district borrowed an additional $694,121 from the State of Michigan School Bond
Revolving Fund. Accrued interest as of June 30, 2007 is $52,450, leaving a total halance
owing of $1,335,105 as of June 30, 2607.

See accompanying notes t- financial statements 50



Biggs, Hausserman, Thompson & Dickinson P.C.
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INTERNAL AUDITOR’'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Education
Portiand Public Schools
Portland, Michigan

We have audited the financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of Portland Public Schools, Partland, Michigan, as of
and for the year ended June 30, 2007, which collectively comprise the Portiand Public Schools’
basic financial statements and have issued our report thereon dated September 13, 2007. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

internal Control Over Financial Beporting

In planning and performing our audit, we considered Portland Public Schoots’ internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of Portland Public Schools’ internal control over financial reporting.

Accordingly, we do not express an opinion on the effectiveness of Portland Public Schools’
internal control over financial reporting.

A conuol deficiency exists when the design or operation of a control does not aliow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of controf deficiencies, that adversely affects the entity’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote fiikelihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be
prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal conirol that might be significant deficiencies or material weaknesses. We did not
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Board of Education
Portland Public Schools

identity any deficiencies in internal conirel over financial reporting that we consider to be
material weaknesses, as described above.

Compliance and Other Matters

As part of obiaining reasonable assurance about whether Portland Public Schools’ financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncoempliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The resulis of our tests disclosed no

instances of noncompliance or other matters that are required tc be reported under Goverriment
Auditing Standards.

We noted certain matiers that we reported to management of Portiand Public Schools in a
separate letier dated September 13, 2007.

This tepert is intended solely Jor the information and use of management, the Board of
Education, and the federal awarding agencies and pass-through entities and is not intended 1o be
and shouid not be used by anyone other than these specified parties.

'B% W,m—% DM\

BIGGS, HAUSSERMAN, THOMPSON & DICKINSON, P.C.
Certified Public Accountants

September 13, 2007
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Ceriified Public Acconnianty

September 13, 2007

To the Board of Education
Foriland Public Schools
Portland, Michigan

in planning and performing our audit of the financial statements of Portland Public Schools as of
and for ihe year ended June 30, 2007, in accordance with auditing standards generally
accepted in the Uniled States of America, we considered Portland Public Schools internal
control over financial reporting (internal control) as a basis for designing our auditing procedures
for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on ihe effectiveness of the Portland Public Schools internal control.
Accordingly, we do not express an opinion on the effectiveness of the Portiand Public Schools
internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in infernal control that might be
significant deficiencies or material weaknesses. However, during our audit, we noted certain
matters involving the internal control and other operational matters that are presented for your
consideration. This letier does not affect our report dated September 13, 2007 on the financial
statemeanis of Portland Public Schools. Our comments are summarized as follows:

IRS 403(b) Final Reqgulations

The IRS has issued regulations that are generally effective for taxable years beginning after
December 31, 2008.

The IRS is working on a madel plan document and guidance for school districts.  This should
cantain the provisions necessary for compliance with the new rules.

The school disirict should take steps to determine its compliance with these new regulations.

New Interpretation of Deferred Compensation Rules Applicable to Teachers and Similar
Employees

In August of 2007, the IRS issued new questions and answers related lo deferred compensation
which can effect teachers and similar employess.

When employees defer part of their compensation to a future year, as occurs when school
employees are paid over twelve months as opposed to the ten month school year, they are
generally subject to the rules applicable to deferred compensation under the Internal Revenue
Code. The schooi district needs to comply with these new requirements to avoid subjecting
empioyees to higher ax rates.
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Page Two

New Auditing Standards

Recently, ten new audiiing standards have been released and will become effeclive for your
June 30, 2008 year end. The new standards will have an impact on our averall audit approach.
Your internal controls will be emphasized with the new standards.

We will review the status of these comments during our next audit engagement. Our comments
and recommendations, all of which have been discussed with the appropriaie members of
management, are intended to improve the internal control or result in other operating
efficiencies. We will be pleased to discuss these comments in further detail at your
convenience, perform any additional study of these matters, or assist you in impiementing the
recommendations.

This report is intended solely for the information and use of Portland Public Schools,
management, and others within the District, and is not intended to be and should not be used by
anyone other than these specified pariies.

We appreciale the cooperation we received from your staff during our engagement and the
opporiunity io be of service.

Very truly yours,

Bisse Homoenn [ Pimmpmit D e

BIGGS, HAUSSERMAN, THOMPSON & DICKINSON, P.C.
Certified Public Accountants
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